Received by HAFFA

----- Original Message ----- 

From: <raymond_wb_tsui@customs.gov.hk>

Subject: Re: Canada's 24 Hour Rule

Dear all,

(of the Hong Kong Liner Shipping Association, Hong Kong Association of Freight Forwarding and Logistics Ltd, The Hong Kong Sea Transport Association Ltd, Hong Kong Container Terminal Operators Association Ltd, Hong Kong Mid-Stream Operators Association Ltd, The Hong Kong Shippers' Council and The Hong Kong Exporters' Association)

Further to my e-mail of 9 June 2003 on the captioned subject, I forward the following information provided by the Trade Consultant to the Hong Kong Economic & Trade Office, Toronto to supplement his previous advice and to answer subsequent enquiries, for information of your Association and your members:

Q(1) "If the CCRA's thinking is mainly to make use of its existing systems as building blocks, it would be useful if CCRS could be asked to pinpoint which systems it intends to rely on, by quoting whatever regulations, notices, instructions which are already  in the public domain (e.g. already on CCRA's website), so that stakeholders on this side of the Pacific can make some initial technical assessment (e.g. computer system compliance, etc.) in the meantime."

Answer: "CCRA is in the process of developing the guidelines that it will use for the 24 Hour Rule.  The details will be worked out during, and after, consultations are completed.  When CCRA completes this process, it will issue notices specifically outlining the information that it requires, with appropriate references.  At this point, CCRA intends to rely exclusively on its existing Electronic Reporting system.

I also noted that CCRA does not intend to specifically consult with stakeholders outside Canada.  It intends to rely on consultations within Canada to advise the trading community more broadly.  Officials advised me that they expect Canadian representatives of international freight forwarders and shipping companies will take their company concerns to officials.  It is expected that officials will inspect foreign ports, including Hong Kong, though these visits have not yet been scheduled. Although these meetings will likely be intended to review compliance with Canadian regulations, it is widely expected that these will be used as an informal education session.

Finally, I also noted that CCRA intends to introduce these measures over time so that all stakeholders can come into compliance with the system." 

Q(2) "Point 4 indicated that penalty would fall on Canadian importers. However, Point 8 mentioned that the penalty would be on ships.  Could we have a clarification on this one.  If the Rule is targeted at Canadian importers, whose information have to be supplied by Hong Kong exporters directly and most likely electronically." - Hong Kong Shippers' Council 

Answer: "The HK Trader has asked for clarification on the potential penalties that could be applied by Canada Customs for failure to adhere to the requirements of the 24 Hour Rule. 

In reviewing this response, it is important to note that Canada Customs and Revenue Agency has not made any firm decision on the type of penalties that would be applied.  There is no doubt that penalties will be applied.  It is also likely that monetary penalties will be imposed by extending Canada's Administrative Monetary Penalty System (AMPS) to cover 24 Hour Rule requirements.  It is also possible that non-monetary penalties could also be imposed.

The Trader's question concerns who would bear the penalty, if one is to be applied.  The question indicates that there was an inconsistency in the original memo, but this is not the case. 

Penalties applied by officials have to be considered from the perspective of their ability to enforce the penalty. For example, a fine imposed on an individual outside the country's jurisdiction who has no ties or property within the country will be ineffective.

The current thinking is that monetary penalties and fines will be introduced, but it is also possible that non-monetary fines (likely in the form of action against a vessel) will be introduced.

Monetary penalties will likely be imposed on Canadians or on people with a clear connection to Canada and assets inside Canadian territory that can be attached.

Monetary penalties may also be imposed on people with no connection to Canada in hope that the fine will be paid.  But, officials realize that, in many cases, this would not be an effective strategy.  If an individual has no ongoing connection to Canada and no assets in the jurisdiction, there may be no incentive to pay a fine.  Therefore, officials are considering non-monetary penalties as an alternative.  The original memo also noted that, once a ship has entered Canadian waters, it could be boarded and held until monetary penalties are paid or a bond, or other security, is posted. Alternatively, the ship could be denied entry to the Canadian port.  The range of penalties is not yet set - these are only possibilities. Considered from the perspective of government's ability to actually enforce penalties, the mix of monetary and non-monetary penalties makes sense because it allows officials to impose penalties that can actually be enforced.

This doesn't mean that fines will be imposed on Canadians while foreign flag vessels will be denied entry to Canadian waters.  The first response could be use of monetary penalties for all offenders.

Further, the severity of the penalty imposed will likely depend on the nature of the offence committed and whether this is a first offence or one of a series - the Canadian system is to impose increasingly harsher penalties with each violation.  Refusing to allow a ship to land and offload at a Canadian port could be a severe penalty. It is not likely that officials would begin which this response.

The question also raises the issue of whether the obligation is on the Canadian importer or on the overseas shipper.  The short answer is that anyone shipping to Canada will be subject to the 24 Hour Rule.  At this point, the proposal is to impose penalties on anyone who fails to comply.

In my view, the proposals to give officials the ability to rely on a range of monetary and non-monetary penalties to ensure compliance with the 24 Hour Rule does not raise any inconsistencies."

Q(3) "whether the information that will have to be filed to meet the requirements of the 24 Hour rule is equivalent to the information currently required to be filed with Canada Customs and whether the requirement to provide this information would be extended to shippers outside Canada." 

Answer: "As you know, Canada is completing the regulations establishing the 24 hour rule.  However, the intention is to simply require that all information currently required be filed, electronically, to meet the 24 Hour Rule requirements.  This information includes the following,

All shipments must be reported on a Cargo Control Document (CCD).  The CCD requires that the following information be provided, 

1.  Port of Exit

2.  Consignee name and address

3.  Shipper name and address

4.  Carrier Code and Previous Cargo Control Nbr

5.  Number of packages

6.  Description of the goods

7.  Weight

8.  Invoice information (rate, prepayment, advances)

9.  Foreign Port of Lading

10. Name of Carrier

11. Location of Goods

12. Conveyance Identification

Along with the CCD, copies of the sales receipt or invoice describing the goods in detail should be provided.  These documents should also show the purchase price of the goods. 

A certificate of origin should also be provided.  This may allow the import to be subject to duties at a preferential rate (ie., if the goods originate within the NAFTA, in Chile or in Israel, they could be subject to lower duty rates under regional trade agreements).

Some shipments will require additional documentation.  Goods listed on Canada's import control list (ie., steel, firearms, etc) will require additional documents to permit the importation (steel is included on the list to allow for easier collection of import statistics).  The fact that import permits have been issued for these goods should be provided to Canada Customs.

Shipments of food stuffs generally requires certificates issued by the Canadian Food Inspection Agency.  Again, this information should be reported to Canada Customs.

The objective of this information is to allow Canada Customs to properly track imports into Canada, to properly classify the goods and to ensure that duties applied are appropriate. 

These obligations apply to all shippers sending goods into Canada, including shippers located outside Canadian jurisdiction."

Ends

Regards,

Raymond W B Tsui

Ports and Maritime Command

Customs & Excise Department

